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A research officer of the A EU , Boilermakers’, Blacksmiths’ 
Com bined Research Centre considers the link between the 
Federal Budget and the first annual wage review which 
are both scheduled for August. H e  argues that Government 
policies in support of monopoly profits and for continued  
military intervention in Asia will be reflected in both.
A U G U ST  1968 will see two matters of national importance 
decided, the Federal Budget 1968-69 and the first of the National 
Wage Annual Reviews, as decided by the Commonwealth Concilia­
tion and Arbitration Commission, June 1967. Both will be de* 
cided in different areas, the Budget in Federal Government, the 
Wages Case in the Commonwealth Conciliation and Arbitration  
Commission. Despite this, there is an unbreakable link between 
the two, that is the ideology which guides the Government, the 
Judges and the ‘establishment’ through to the press, T V  and 
the leaders of industry and the public service hierarchy.
T h at ideology is for retention of the present policy of inter­
vention, along with the United States, in wars of national inde­
pendence and, under the guise of anti-communism, the countering 
of any development which will strengthen the independence 
forces in Asia or Australia. Continuation of the anti-Communist 
dogmas and an increasing drive to suppress developing Austra­
lian opposition and criticism, by methods requiring restrictive 
legal and police actions, will increase. In the course of this the 
aim is to strengthen overseas interests and the position of mono­
poly in Australia. T he Budget will take specific steps to obtain 
and direct finance toward these objectives.
If there is no obvious slug in this budget it will be a pointer to 
an early election, after which one may expect a “little” and “horror” 
budget to follow.
Defence, actually war expenditure, will be increased from last 
years estimate of $1109 million to $1250 million, according to 
Government statements, an increase of approximately 18 per 
cent. This continues the trend since 1964 of an average yearly
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increase of approximately 22 per cent per year. T he table below
shows that since 1963-64 defence expenditure has more than 
doubled in money terms:
Net Expenditure on W ar % of Gross 
Y ear and Defence $ million N ational Product
1E33-64 ........................................................ 484 3 0
1964-65  ........ 556 3.1
1965-66  - 681 3 7
1966-67  ................. -......  873 4 3
E stim ated  1967-68 fig u re  ............. 1109 4 8
One cause of the increase in defence spending is its high com­
ponent of overseas spending, mainly on ships, aircraft and equip­
ment, necessary because of the complicated nature of t.he weapons 
system into which they are integrated. The table below shows the 
increase in overseas expenditure.
Overseas Expenditure
y ear $ million
1964-65   128
1965-66   151
1966-67   222
1967-68   -....................................................................  321
1968-69 estim ated  fig u re ...................................................... 400
This overseas expenditure has been severely criticised as it is a 
factor which has detrimental effects on the balance of payments.
Another aggravating feature of defence expenditure for the econ­
omy is that relatively small credits have been allowed by the United  
States and none from Britain for diese purchases. United Stages 
loans, totalling $450 million, have to be repaid in periods of five 
to seven years. As a consequence m ajor defence spending must be 
financed directly from income raised in Australia, the primary source 
being taxation.
Income tax is being continually increased, tax revenue rises 
without the need to formally increase income tax rates. The  
inbuilt tax increase system provides automatic increased tax as 
wage levels rise as a result of wage increases granted in the main 
as compensation for earlier price rises. From  1963-64 to 1966-67 
Pay-As-You-Earn taxation, taxation paid by wage and salary earners, 
increased by 88% , but all other forms of Commonwealth taxes, 
company tax, sales tax, by 50% . T he following table shows the tax
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increases lor 1967-68 over 1966-67 as outlined in the 1967 Budget 
estimates:
Tax Increases $ Increase on 1966-67
Pay-A s-You-Earn 160,463,000 12%
C om pany .............................. 40,456,000 5%
P ay  R oll 17,042,000 6%
T o ta l T a x a tio n  365,032,000 8%
The Federal Treasurer, Mr. McMahon, on July 4, 1968, issued 
figures which show that every Jorm of taxation, except Pay Roll 
T ax, yielded more than that set out in the above table.
The increasing burden of war expenditure is shown in the decline 
in consumer spending which is causing alarm in many areas 
of industry directly concerned with the production and sale of 
consumer goods. Mr. McMahon, in a speech to the Federal 
Chamber of Automotive Industries, said:
I t  is tru e th a t  in recen t years consum er spending has fa llen  as a 
proportion of th e  G.N .P, and in  1966-67 the proportion w ent as low ias 59.3% 
w hich com pared w ith a  typical level of 64% before the  defence build-up 
began in 1963-64.
Maxwell Newton, well-known Canberra journalist, in an article 
in the M anufncturcrs' Monthly claimed that trade union agitations 
over wages arose from increased defence spending: “the Australian 
workers may be paying a price in terms of stagnating living stand­
ards, lor the accelerated Australian defence effort of the last three 
or lour years, that they are fundamentally unwilling to pay.”
Personal income tax is year by year taking more of personal 
earnings. 1 he iollowing table shows the percentage of personal 
income absorbed in income tax over a number of years:
Percentage of Personal 
Income absorbed by 
Income Tax
6.4%
8.7%
9.1%
9.9%
10.4%
10.8%
1  he increase of Commonwealth Government expenditure is 
attecting also many high and middle income groups, scientists, 
engineers, doctors and technical specialists, etc. A publication of the 
Institute of Public Affairs contained a scale critically comparing
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taxation on this group with several other countries. A married 
executive (engineer, doctor, etc.) on a salary ol $12,500 retains alter 
tax the following amount for SI00:
The publication noted this resulted in a loss of highly trained 
personnel and compared this with the Soviet Union, where the 
policy was to encourage specialist skills and abilities by financial 
reward rather than penalise them by heavy tax burdens.
Social service standards are continuing to decline in relation 
to international standards. This is shown in the 1967 International 
Labor Office publication Tlic Cost of Social Security, which shows 
Australia to be in 23rd position, whereas in 1949-50 it was in 18th 
position. T he old age pension, expressed as a percentage of the 
present average weekly male earnings of $(>1.90, has fallen from 
26.3%  to 20 .9 '/<. T o  restore it to 1949-50 value it would be 
necessary to increase the pension to approximately $17.00 per 
person.
Child endowment has been reduced by 50%  in relation to the 
average weekly wage since 1941, the date of its inception, even 
though an additional category has been added, that is, payment 
for first child. The maternity allowance has also declined in value. 
In 1919 it was equal to 134 .4 '/ of the average weekly male earn­
ings; in 1968 it represents 51.6% . Other examples have been 
shown by a number of surveys which point to the urgent need for 
increased social service expenditure.
The 1968 National Wage Claim of the A C TU  will seek to in­
crease wages basing the claim on a formula which increases wages 
by price increases as shown in the Consumer Price Index, and in­
creased productivity since 1953. This formula has been used in 
national wage applications over recent years and has never been 
granted in full. T h e failure to grant what have been most con­
servative claims has resulted in a iontinued decline in wage pur­
chasing value, particularly reducing the standards of low wage 
earners, many of whom rely heavily on overtime and two jobs to 
provide a family living wage.
The Commonwealth Government when intervening in wage 
cases has opposed the unions’ claims and lent support to the argu­
ment of the employers who traditionally ‘can’t afford to pay’ despite 
record profits over recent years. Mr. McMahon, Federal Treasurer,
Country
A ustralia
Amount per $100 retained
F ra n ce
B rita in
W est G erm an y
$44
$78
$63
$62
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recently received a public chiding for his aside to Sir Richard Kirby, 
Chief Judge of the Commonwealth Arbitration Commission, dur­
ing a speech in which he warned Sir Richard of the need for him 
to take into consideration the Treasurer’s problems when con­
sidering wage claims. No one should have been offended, after all 
it was being said in the atmosphere of the Employers’ Annual Con­
ference Dinner, surely an ‘in Club’ occasion.
T he wages policy of the Government is dictated by its aim to 
reduce consumer spending and to direct finance to defence to 
increase capital expenditure, and assure maximum profits for 
Broken Hill Proprietary, General M.otors-Holden and Colonial 
Sugar Refining and other monopoly groups. No interference 
will be tolerated, no control of monopoly is contemplated, the 
emasculation of the Restrictive Trade Practices Bill is an epitaph 
t.o that objective. T he decline in wage values can be seen in the 
following scale:
Mr. M cM ahon’s statement when introducing the 1967-68 Budget 
expressed the Federal Government’s determination to drive on 
with the “guns before butter policy” when he commented on 
the 27%  increase on defence over the previous year and the 
$4,058 million spent since 1962:
Lest anyone should suppose that it has been costless, let him reflect what 
would have been done if  all the additional expenditure and th e  resources 
they represent had gone into the enlargem ent of our industrial capacity 
and other basic facilities for growth.
H e stated further on:
D efence m ust and does, rank high in our national priorities, we m ust 
be prepared to  play an  effective role in  our defence and in co-operation 
with our lallies, in  the security and stability  of this part of th e world.
Mr. Bury, Minister for Labor and N ational Service, on February 
27, told the Associated Chamber of M anufacturers in Canberra:
U ntil three years ago, average wages in real term s were rising year by 
year sustained by heavy investment and progressive improvements in 
productivity. T h is has since ceased to  be the case largely because the 
Government has been obliged by events to m ake greater demands for real 
resources in large part, but not wholly, to  m eet the rapid increasing 
requirem ents of defence.
In  broad, although not altogether accurate term s, one can say that the 
resources which would have gone into fu rther raising the standard of 
living in the last three years have had to be directed into defence.
T hree years ending 
Septem ber
1961-64
1964-67
Average weekly Consum er Price 
earnings Index Percentage 
Percentage Rise Rise
11.4%
6.9%
3.6%
10.9%
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Finally, Prime Minister Gorton, in the Sydney Tow n Hall, 
February 5, said:
Lord knows, ladies and gentlemen, the one thing th a t I  find grievous 
is th at we should a t this point of time, according to our own judgm ent of 
what is right, be required to  expend so much upon an insurance policy, 
upon defence, when there is so much required to be done fo r our own 
people and in our own country.
W hat the Government considers ‘right’ is bound up in its idea 
that we must “fight them over there” in Vietnam or other Asian 
areas in company with the United States at the expense of the 
living standards of the majority of the Australian people.
Tremendous profits are made by oil and mineral speculators, 
monopolies record ever increasing profits. Subsidisation of, and 
grants to uneconomical industries are made to ensure continued 
political support, and GM H and Ford wave the wand and car 
prices and profits rise.
W hen all is stripped away, the objective of the Federal Govern­
ment and those who direct them is to ensure maximum profits 
for the monopolies and to guarantee this objective and its contin­
uation they see war as a necessary part of their program.
T he cost will be paid by the people and this no doubt will be 
implicit in the August 1968-69 Budget proposals, the decisions of 
the Commonwealth Arbitration Commission and in the growing 
attempts to restrict and confine opposition and criticism by more 
authoritarian and police state methods.
T he inevitable result of these policies will be to draw together 
larger and broader groups of people opposed to these policies. These 
policies continue the isolation from and opposition to the new forces 
in Asia who strive to end the backward, semi-colonial regimes in 
which they live. These changes need an equally clear ideology and 
objective. T h e first of these was expressed some years ago, that the 
people in the struggle for peace and freedom would find the 
power to rid themselves of bellicose war-making Governments.
T he budget and wage claims must be watched by Australians for 
it is in these areas the politics of the nation will be more clearly 
distinguishable in the light of their effect on the lives of the people.
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